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GENERAL COMMENTS
We commend the Internal Revenue Service for the
"building block" principle utilized in the preparation of

Form 1040.

Generally, the form is easier to work with,

more legible, an improvement over past forms and enables the
information to be quickly transcribed to an EDP set-up.

However, in the lay-out of this form there was a departure

from a basic accounting format.

Any statement or return

should, in at least a simple fashion, summarize all items of
income, all allowable deductions and exemptions, and end up
with a net amount of income subject to tax.

This will provide

the preparer of the return with an opportunity to compare
the current year’s figures with those of the prior year, note

the variances and enable him to reconcile or explain any
variances.

Moreover, such a format creates an understanding

of what is needed and will channel the development of the
required information.

The supplemental schedules should be

organized in such an order as to first deal with the various
income items and then the applicable deductions and credits,

all in a sequential alphabetical order.

These schedules should

be attached to Form 1040 and submitted in the same alphabetical
sequence.
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We realize that many of the problems inherent in
Form 1040 were caused by the elimination of the Form 1040A
card.

Because of this, we recommend the reinstatement of

Form 1040A, though not necessarily in card form.
GENERAL RECOMMENDATIONS
1.
All forms including Form 1040-ES should be black
on white since blue will not reproduce clearly.

2.
Separate instructions should accompany the forms
since it is confusing to read the instructions on the reverse

side of a form while preparing the front side.

In addition, submission

of the form leaves the preparer without complete instructions.
3.

To minimize unnecessary effort, only a taxpayer's
surname and social security number should be required on all
forms and schedules except Form 1040, Form 1040-ES and the self
employment schedule.

4.
To free space on various schedules we strongly urge

the utilization of a separate standard depreciation schedule

similar to that previously submitted to the Tax Forms Coordinating

Committee (a copy is attached as Appendix A).
5.

To clarify items to be added together,
or subtracted
from each other we suggest the consistent use of dotted and dark
lines as is used on Schedule E.
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6.
A more erasable

paper should be used for the Form

1040-ES worksheet.

7.
A heavier grade of envelope should be used for
return mail of Form 1040-ES.

8.
Bracket the word "loss” wherever it appears on the
schedules as was done on line 27 of Schedule C.

Specific recommendations for Form 1040 and the
supporting schedules are attached.

Representatives of the

Tax Division will be pleased to meet with the Tax Forms Coordinating

Committee to implement these recommendations, and if the Service’s
time schedule permits, will submit a complete mock-up of

the forms embodying the suggestions.

We believe the Tax Division could be of assistance
to the Tax Forms Coordinating Committee if the Division were

given an opportunity to review draft forms and schedules

prepared to reflect the changes made by the Tax Reform Act of
1969.
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SPECIFIC RECOMMENDATIONS

1.

Form 1040

The space allowed on the present form for prior

year's name and address is inadequate.

The height of this

space should be increased.

2.
It appears unnecessary for the taxpayer to supply
the name and address of his employer and this requirement
should be eliminated.

If this is not done such a relatively

inconsequential item should at least be moved from Form 1040

(perhaps to the reverse side).
3.
The instruction at line 13 should be changed to:

"Enter total here (also list in Schedule

is over $100)."

Part II, if total

The instruction at present can easily be misread

by taxpayers to mean that interest income of $100 or less is
excludable.

4.

To facilitate accurate reporting of income items
reported at line 14, space should be provided for each total
from Schedules C, D, E and F, preferably in vertical order.

This

perhaps would be most easily accomplished on a separate schedule
(for an example see the attached mock-up of revised Schedule T).

5.

The suggestion in item 4 is equally applicable to
the "adjustment"

items reported at line 15b.
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6.
The blocks appearing at line 18 should be moved to
Schedule T, line 6.

If the taxpayer is filing a short form

return he necessarily computes his tax using the tax tables and
need not separately describe that action.

If he is filing a

long form return he would be preparing Schedule T and should

designate the basis for tax computation on that form at the

point of calculating the tax.

7.
Lines should be provided for reporting penalties and
interest.

This would allow for arithmetic clarity on Form 1040

in the event of the imposition of those additional charges;
further, this would encourage greater compliance with self

assessment requirements.

8.
A schedule for summarizing wages, salaries, etc.,

should be provided, possibly on the reverse side of Form 1040.

This would be particularly helpful to taxpayers who prepare
their own returns and who (1) have several W-2s, and/or (2)
are qualified to claim a credit for excess FICA tax withheld.

9.
The reference at line 15b to "1040-1" should be

replaced with "see reverse side."

The fact that "1040-1"

is the reverse side is not readily apparent.
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Lines 15a and 15b should be included in the vertical
arrangement of lines ll-15c, in order to facilitate addition
and subtraction.

The vertical space required by this change

could easily be provided by decreasing the vertical space
now allotted to lines 11-14.

Schedule A, Form 1040

1.

Line 5 is somewhat confusing as it is indicated that
a total is required.

Also, there is no numbered line for insurance

reimbursements.

We recommend the following arrangement

beginning with line 5.
5.

Balance of insurance premiums
for medical care not deducted on
line 1

6.

Itemize other medical and
dental expenses

7.

Total (add items 4, 5 and 6)

8.

Less: insurance reimbursement

9.

Subtract line 8 from line 7

These changes would require a renumbering of other

lines.

The statement "(not compensated by insurance or otherwise)"

at the top left of the form would no longer be necessary.

Also,

a line for insurance reimbursement should be included in the
computation regarding drugs and medicine.
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Schedule B, Form 1040

1.

Part 1 - Dividend Income, Line 1

In the event that the husband and wife each have

dividend income in the amount of $100 or more, the requirement
that each dividend listed be marked (H), (W) or (J) should be

removed.

The designation of each line item of dividend income

as to (H), (W) or (J) is impractical in cases of material
dividend income to both (H) and (W).
The parenthetical instruction at line 1 should
read:

(Write (H), (W) or (J) for stock held by husband, wife,

or jointly if either has total dividend income of less than
$100.)

2.
Part 1 - Dividend Income, Line 3
Remove "see instruction on B-1."
here and on Schedule D, Part 1, line 8."

Substitute "enter

This substitution

clarifies the treatment of this income item and assists the

taxpayer in the accurate preparation of his return.

3.
Part II, Interest Income

Combine line 1—Earnings from savings and loan
associations and credit unions (list payers and amounts)
and line 2--0ther interest on bank deposits, bonds, tax

refunds, etc.

(list payer and amounts) into one item.

The

new line 1 should read--Earnings from savings and loan associations,
credit unions bank deposits, banks, etc.
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We question the necessity for the separate
identification of interest income items as presently required
in Part II - Interest Income, and suggest that combining the

items would free-up part of Schedule B--Part II for the
possible inclusion of other income items.

Schedule C, Form 1040
1.
The form as presently constructed does not provide
for the inclusion of "other income."

Since most businesses have

income from services other then "gross receipts or gross sales"
(line 1) we propose to afford the taxpayer a line item on

Schedule C to report this income without using a separate

schedule.
After line 10 "Gross profit" insert line 11 "other

income."

Under "Other Business Deductions" the line item

for "Depreciation"becomes line 13.
Schedule D, Form 1040

1.

The present design of schedule D is burdensome to

work with in that transactions, summaries and the alternative
tax computation are listed on separate pages.

In order to

partially eliminate this problem we recommend that section 1245
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and 1250 transactions be removed from page one.
schedule could be designed for this purpose.

A separate

This would

allow space for Part III and Part IV to be moved to page one.

2.
There is also an inadequate amount of space provided
for the description of property sold.

We recommend that columns

a and b be combined for this purpose.

Furthermore, an explanation

as to how the property was acquired would appear to be necessary

only when such property was not purchased.
Schedule E, Form 1040

1.

Design separate schedule for "Rent and Royalty

Income" with provision for at least three columns for each
of three different properties and with preprinted line items
for frequently recurring types of expenses (See example form

attached as Appendix A.)

a.

At present, it is necessary in most cases
to attach a separate schedule of "other

expenses" for each parcel of property.
Therefore, a separate schedule should be

designed specifically for rent income.
b.

The elimination of this schedule would remove
from Schedule E the related depreciation
schedule as well, thus freeing up additional

space for a separate listing of "Miscellaneous
Income."
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c.

The net income from rents and royalties

should be brought forward from the proposed new
separate schedule to Schedule E as a line

item to be added to the total of other

income items appearing on Schedule E to
arrive at the grand total to be brought

forward.

(At present, this grand total

is part of the unscheduled total appearing

on line 14, Form 1040.

See recommendation

for summarization of Schedule C, D, E and

F items

2.
Eliminate from Part III the category of "Miscellaneous

Income" and provide a separate part with Just two columns:
(i) source and nature of income, (ii) amount.

a.

The other items of income under Part III
are "conduit" types of income that can all

be identified by the name and employer

identification number of the entity which is

the "conduit" for the income reportable and

need no further explanation as to "source and
nature of income."

b.

Use of a separate part for

"Miscellaneous Income"

would provide adequate space for setting forth

"source and nature of income."
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c.

If it is determined by the IRS not to

provide a separate schedule for "Rent and
Royalty Income" at this time, there could
still be space for a "Miscellaneous Income"

schedule on Schedule E if a standard separate
depreciation schedule is adopted.

If this is

not done, then it is recommended that the
separate "Miscellaneous Income" schedule be

placed on the same schedule as "Dividend

and Interest Income" by reduced the number
of lines presently provided for "Interest

Income" on Schedule B.

3.
Eliminate listing of address of source of income

in Fart III.
a.

The name and employer identification number

of the "conduit" source should be adequate

identification for IRS audit purposes.
b.

Elimination of the address would permit more

effective use of the limited number of lines
now provided.
4.

If Schedule E is redesigned, provide a few more
lines for

listing "conduit" items in Part III.
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Schedule T, Form 1040

1.

The three alternative methods of determining
deductions under item 2 should be tabulated with a box indented
for item 2 as is now provided for items 2b(l) and (2).

The instruction could than be modified to read "Enter the
larger of a, b(l) or b(2) on the line at the right."
delete the word "or" between 2a and b.

Also,

This will in effect

serve as a worksheet for the average taxpayer in determining
the best method to use.

2.
In line with the general recommendation that the lay
out of the forms be designed to provide for direct relationship

of line items involved in totaling and subtotaling, it is

recommended that the layout of lines 6 through 8 be revised
as follows:

a. An indented column should be provided such
as is provided for lines 11 through 13.

b.

The amount on line 6 should be entered both
indented and out to the margin.

c.

The amounts on lines 7 and 8 should be indented
only.

d.

Thus, the amount on line 9 could then be added

directly to the amount on line 6 in the column
out to the margin.

3.
The boxes for indicating source of tax computation
should be moved from line 18 of Form 1040 to line 6 of Schedule T.
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4.
In all cases where Schedule T is used to compute
the tax, it should be required to be attached to Form 1040.

Therefore, the heading of the schedule and the instructions
on line 18 should be modified accordingly.
as

Appendix B.

See mock-up attached

-

SCHEDULE FOR DEPRECIATION

C o st (o r o th e r b a s is )

R e s e r v e f o r D e p r e c i a t i o n (A llo w e d o r A llo w a b le

Where double headings appear use the first heading for depreciation under Revenue Procedures
62-21 and 65-13 and the second heading for other authorized practices

APPENDIX A

)

SCHEDULE C
(form 1040)

Profit (or loss) From Business or Profession
(Sole Proprietorships)

U.S. Treasury Department

(Compute social security self-employment tax on Schedule C-3 (Form 1040))

Internal Re
venue Service

Attach

schedule to your income tax return, Form 1040
this

Partnerships, joint ventures, etc., must file on Form 1065

............................................................................................;
(For example: retail—hardware: wholesale—tobacco; services—legal; manufacturing—furniture; etc.)

A Principal business activity .
(See separate Instructions)

B Business name ................................

product..................................

C Employer Identification Number ................................ .....................

D Business address if different from
E Indicate method of accounting: (1) □ cash;

(2) □ accrual;

......................................................................................................................... ..........................
(3) □ other.
code)

F Was an Employer’s Quarterly Federal Tax Return, Form 941, filed for this business for any quarter In 1967?

G If business

1967

□ Yes

□ No.

was operated less than 12 months during year, state period. From to ___

Are you liable for Filing Forms 1096 and 1099 or 1087 for the calendar year 1967?

tions for Schedule C.)

□ YES

□ NO.

(See last paragraph of separate Instruc

If "Yes,” where were they filed?.................................

—

Schedule C (Form 1040) 1967

$........................................ less: Returns and allowances $..

1

Gross sales

2

Inventory at beginning of year (If different from last year's closing Inventory
attach explanation).....................................

3

Merchandise purchased $...................................

4

Cost of labor (do not Include salary paid to yourself) .

5

Material and supplies •

6

Other costs (explain in Schedule C- )......................... ......

cost

any Items

withdrawn from business for personal use $......... ...............

7

.

.....................................

Total of lines 2 through 6................................................ .

8

Inventory at end of this year

9

Cost of goods sold (subtract line 8 from lino 7)

.

...

,.................................................

10 Gross profit (subtract lino 9 from line 1)

Closing inventories?

quantities, costs, or valuations between the opening and
If

"Yes," attach explanation.

SCHEDULE C-2. EXPLANATION OF DEDUCTION FOR DEPRECIATION CLAIMED ON LINE 11
This schedule is designed for taxpayers using the alternative guidelines and administrative procedures described In Revenue Procedures 62-21*
and 65-13 as well as for those taxpayers who wish to continue using practices authorized prior to these revenue procedures. Where double head
Ings appear use the first heading for depreciation under Revenue Procedures 62-21 and 65-13 and the second heading for other authorized practices.

8. Group and guideline class

Description of property

2. Cost or other bests
at beginning of year
—--------- OR---------- —
Cost or other basis

SUMMARY OF DEPRECIATION

3. Asset additions in 4. Asset retirements
In year (amount)
year (amount)
------------ OR------------(applicable only io
Dato acquired
Rev. Proc. 62-21)

5. Depreciation
allowed or allowable
In prior years.

6. Method 7. Class life
of
----- OR------ 8. Depredation for
computing
Rate (%)
thia year
or life
depreciation

SCHEDULE SALE OF DEPRECIABLE BUSINESS PROPERTY

SCHEDULE D
(Form 1040)
U.S. Treasury Department
Internal Revenue Service

Gains and Losses From Sales or Exchanges
of Property

1967

Attach this schedule to your Income tax return, Form 1040

6 Enter the full amount of your share of net long-term gain (or loss) from partnerships
7 Enter unused long term capital loss carryover from preceding taxable years (attach statement) .
8 Capital gain dividends (see Form 1040 Instructions, page 6)...............................................................

•

9 Net long-term gain (or loss) from lines 5, 6, 7, and 8........................................................ ......
10 Combine the amounts shown on lines 4 and 9, and enter the net gain (or loss) here ....
11 If line 10 shows a GAIN—Enter 50% of line 9 or 50% of line 10, whichever Is smaller. (Enter zero If there Is a loss or no
entry on lino 9.)

(See below

for computation of alternative tax.) .................................................................................

•

......................................
12 Subtract line 11 from line 10. Enter hero end In Part II, line 1,
13 If lino 10 shows a LOSS—Enter hero and In Part II, line 1, the smallest of the following: (a) the amount on lino 10; (b)
the amount on page 1. line 11b, Form 1040, computed without regard to capital gains and losses; or (c) $1,000 . . •

Part II—TOTAL GAINS OR LOSSES FROM SALE OR EXCHANGE OF PROPERTY___________________ ________________ ____
1 Net gain (or loss) from Part I, line 12 or 13 .

................................ ....................................................... ......

——

.............................................. ..... .............................................

2 Total ordinary gain from
3 Net gain (or loss) from

Enter hero and on page 2, Part II, Iine

Total net gain (or loss), combine lines 1,

Form 1040 .

•

.....

COMPUTATION OF ALTERNATIVE TAX—It will usually bo to your advantage to use the alternative tax If the net long-term capital gain
exceeds the net short-term capital loss, or If there is a not long-term capital gain only, and you are filing (a) a separate return with taxable
Income exceeding $26,000, or (b) a joint return, or as a surviving husband or wife, with taxable Income exceeding $52,000, or (c) as a head
of household with taxable Income exceeding $33,000.

1 Enter the amount from page 1, line 11d, Form 1040

2 Enter amount from Part I, line 11.
3 Subtract line 2 from line 1.

.

.

.

.

.

.

.

......................................

4 Enter tax on amount on line 3 (use applicable tax rate schedule on page 11 of Form 1040 Instructions)

5 Enter 50% of lino 2 .

.

.

___________

..........................................................................

6 Alternative tax (add lines 4 and 5). If smaller than the tax figured on the amount on page 1, line did, Form 1040,
enter this alternative tax on page 1, line 12, Form 1040.: -

.
.

APPENDIX B

Tax Computation

SCHEDULE T
(Form 1040)
Department of the Treasury

Internal Revenue Service

If no entry is made on line 14, line 16, or line 17, keep this for your records
If entry is made on line 14, line 16, or line 17, attach to form 1040

Social Security Number

Name as shown on Form 1040

1

2

1969

Your adjusted gross income (from line 15c, Form 1040)..........................................................................
Note.—If your adjusted gross income is less than $5,000 and you choose to take the standard deduction
instead of itemizing your deductions, omit lines 2, 3, 4, and 5. Find your tax in the appropriate table
(A or B on T-2 or C on T-3). Enter tax on line 6 below.
Enter on the line at the right the amount of your deduction figured under one of the following
methods.

a If you itemize deductions, enter the total from Schedule A, line 17
OR

b Figure your standard deduction as follows:
(1) Enter 10 percent of line 1 but do not
enter more than $1,000 ($500 if
married and filing separately) . .
(2) Enter the sum of: $200 ($100 if
married and filing separately) plus
$100 for each exemption claimed in
line 10 of Form 1040, but do not
enter more than $1,000 ($500 if
married and filing separately) . .
3
4

5

6
7
8

Enter the larger of b(1)
or b(2) on the line at the
right. 1f your spouse files
a separate return, deter
mine your deduction in
the same manner that
she (he) has.

Subtract the amount on line 2 from the amount on line 1 and enter the balance here .
Enter number of exemptions claimed on line 10, Form 1040,............. Multiply this number by $600, and
enter the amount here.....................................................................................................................................
Subtract the amount on line 4 from the amount on line 3 and enter the balance here. This is your

Tax
If you claim the retirement income credit, enter amount from Schedule R, line 12, here
Subtract line 7 from line 6................................................................................................

9

Tax surcharge. If line 8 is less than $735, find surcharge from tax surcharge tables on T-1. If line 8 is
$735 or more, multiply amount on line 8 by .10 and enter result here.....................................................

10

Total (Add lines 6 and 9)

Retirement income credit from Schedule R, line 17 (attach Schedule R). .
Investment credit (attach Form 3468)..................................... ......................
13 Foreign tax credit (attach Form 1116)................................................................
11

12

14

Total credits (add lines 11, 12, and 13)

15

Income tax (subtract line 14 from line 10) .

16

Self-employment tax (attach Schedule SE)

17

Tax from recomputing prior-year investment credit (attach Form 4255)................................................

18

Total tax (add lines 15, 16, and 17). Enter here and on line 18, Form 1040 (make no entry on line 16
or 17, Form 1040). Attach Sch. T to Form 1040.

Other Income - Line 14 of 1040
Totals Forwarded From Schedules

.

Income Adjustments - Line 15b
Totals Forwarded From Forms:
#2440 #3903 #2106 #2950SE

TOTAL - To 1040 Page 1
Line 14

#_____
#____
TOTAL

Sick Pay
Moving Expense
Emp. Bus. Expense
- Payment to S. E.
Retirement Plan

To 1040 Page 1
Line 15b

of 1040, Pagel

